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TO OUR 
SHAREHOLDERS 


Another record year for sales for Younkers for 1976. Our 
sales totaled $124,225,751 or a 4.5% increase over 1975. 
Our net earnings declined, however, 11.5% to $4,428,827 
or $3.11 per share as compared to $3.51 per share in the 
preceding year. 

We are disappointed in the decline in net earnings. We 
feel this was the result of a number of factors. Exceptionally 
heavy markdowns which had to be taken in the first part of 
1976, resulted in lower than usual gross margins. 

In addition, even though the first quarter sales were on a 
strong basis, the sales trend for the remainder of the year 
became weaker because of a drop in agricultural income 
partially due to the drought in some parts of Younkers’ 
trading area. January sales were even more drastically 
affected because of the prolonged severe cold weather 
during that month. 

Also an increase in the LIFO (last in, first out) inventory 
reserve adversely affected the results of the fourth quarter. 
The actual LIFO charge was in line with the accrued rate 
used throughout the year, however, the charge compared 
unfavorably with the credit in the fourth quarter in the 
prior year. 

Profits were also affected by a higher effective income tax 
rate in 1976 than in 1975. This was due to larger 
investment tax credits in 1975 derived from the three new 
stores opened that year. 

Basically, we are optimistic in our outlook for 1977. We 
feel that this year will be a good year economically for the 
areas in which Younker stores are located. We feel we can 
look forward to higher sales and profits for 1977. 

On March 30, 1977 we opened a new store in the 
Westland Mall in Burlington, Iowa. Sales at this new store 
have been very good since our opening. This is the only 
new store which we will open in 1977. In some ways this 
does allow our organization to concentrate on increasing 
the sales per square foot in our existing stores. 

Younker’s financial position was further strengthened in 
1976 with an increase in our net asset value per common 
share to $35.29 from $33.53 in the preceeding year. The 
short term debt has been eliminated from the balance sheet 
at year end and a relatively modest amount of long term 
debt remains ($6,752,000). 

A campaign of rigid control of expenses and careful 
control of inventories during this latter part of 1976 was 


initiated. This puts Younkers in a very comfortable position 
for operations during 1977. 

Younkers has made a committment to greater use of 
television and radio in its promotion mix. We are striving to 
gain an even larger share of the young adult market. 

The 1976 annual report is a “fashion” report, reflecting 
the pulse of our business. Highlight of the fashion year was 
the personal appearance of Halston and his entourage in 
our Des Moines and Omaha stores. The year’s calendar 
was dotted with special designer showings, fashion 
presentations in all stores. Fashion plays a part in our hard 
lines as well. The Merle Hay Store for Homes has 
registered remarkable gains. We intend to continue to stress 
fashion, quality and service. We are very much aware of 
who we are and our customer’s desires. 

The lowa Market is our primary selling area and it 
continues to be among the brighter economic spots in the 
nation. Unemployment in Iowa totals 4.7%, far less when 
compared to the U. S. rate of unemployment. Younkers 
also has stores in Illinois, South Dakota, Minnesota and 
Nebraska. These areas have experienced an unusually 
stable business climate. lowa was a shining example of 
meeting its energy needs this past severe winter. It had 
made plans several years ago to be ready to meet such 
an emergency. 


FRED GLYNN 


After serving Younkers in many capacities, Fred Glynn, 
Senior Vice President, retired on October 23, 1976 upon 
reaching his 65th birthday. Mr. Glynn who will continue as 
a director, is a classic example of someone who grew up 
with Younkers. Our policy of promotion from within does 
work. In tum, Mr. Glynn did much to train people and bring 
them along so that Younkers will have for many years an 
oncoming crop of fine young management talent. We do 
want to express to Mr. Glynn our most sincere appreciation 
for all that he contributed in helping to make the Younker 
organization what it is today. 

As always, we owe our grateful thanks to our Younker 
associates who have helped make this record possible. We 
also want to extend our appreciation to our many suppliers 
for their continuing cooperation in helping us bring to our 
many loyal and wonderful customers the latest in fashion 
and quality merchandise. 


ee ar ee 
Charles Duchen 
President 


SUMMARY 
OF OPERATIONS 


(Dollars in Thousands Except Per Share Data) 
Fiscal year ended 


_ a Se ee ee ee 
Net sales, including leased departments ............ $ 124226 $ 118854 $ 106893 $ 100,074 $ 90,766 
Coast oof casscocin OCS CAD ain oi sik ies tees caw S ora wine 79,280 75,104 67,740 64,014 57,912 
Buying, selling and administrative 
expense (less credit service charges) 
exclusive of items listed below ................ 8,847 8,892 7,815 7,081 5,907 
eC: eee wT 20,557 19,056 17,314 14,973 14,066 
Ps TI Fo s:ccten + chee eh eran renee 3,374 2,872 2,207 1,988 1,659 
Pi iis seek cdeeind came whieh 2,415 2,189 1,908 1,554 1,415 
Taasees coher thank WACO kin oionn cea cose nine een wes 2,451 2,365 2,133 2,003 1,843 
Profit sharing and group life insurance ............ 829 923 907 867 812 
atid tk CAINE sa ibs cacao San eon perme 579 586 564 565 568 
118,332 111,987 100,588 93,045 84,182 
CIN IE oo 50 0 og ins cies ca 5,894 6,867 6,305 7,029 6,584 
Cae WANN «shea 8 ae ee FARRER 2,178 1,850 1,188 1,281 2,950 
Earnings before income taxes 
and extraordinary item .............. 8,072 8,717 7,493 8,310 9,534 
Wit WE oo Sh ec eS ees 3,643 3,710 3,421 4116 4,316 
Earnings before extraordinary item ........ 4,429 5,007 4,072 4,194 5,218 
Extraordinary item, net 
of related income taxes (B) ..............0055 - _ 253 _ _ 
INE io GA os RAs Seow eas $¢ 4499 $ 5007 $ 4325 $ 4194 $ 5218 
Cash dividends on preferred stock ..............5. $ 151 «6S 151 $ 151 $ i5l § 151 
Net earnings applicable to common stock .......... $ 4278 $ 4856 $ 4174 $ 4043 $ 5,067 
Other data: 
Net earnings per common share: 
Earnings before extraordinary item ........ $ 311 4 351 §$ 281 $ 2.67 $ 3.18 
ee - — 18 — _ 
a re _..§ 311--§ 3.51 $ 2.99 $ 267 $ 3.18 
Dividends per common share ................ $ 140 §$ 1.20 $ 1.20 $ 1.70 $ 1.29 
Equity of common stockholders ............-. $ 48415 $ 46249 $ 43127 $ 41,885 $ 42,369 
Net asset value per 
share of common stock ..............-. $¢ 3529 $ 3353 $ 3119 $ 239 $ 2658 
Average number of 
common shares outstanding ............ 1,376,335 1,382,547 1,396,272 1,513,633 1,592,714 
Wiles CURT oso Sea xn ea eadnee $ 32845 $ 30429 $ 31,650 $ 32892 $ 38,313 
Current assets per dollar 
CR cmmned Waa ni cdi doa Basic sxe x8 $328tol $2.73 tol $4.03tol $3.72to1l $423tol 


(A) 1975 and subsequent years’ inventories are valued 
at cost on the last-in, first-out (LIFO) method. 1974 
and prior years’ inventories are valued at the lower 
of cost or market as determined by the retail 
inventory method. 

(B) Extraordinary item — The Company recovered, by 
means of litigation, its original investment in certain 
commercial paper which was written off as an 
extraordinary charge in 1971. 








































MANAGEMENT’S DISCUSSION 
AND ANALYSIS OF THE 
SUMMARY OF OPERATIONS 


The following information is given to further explain 
certain financial information shown in the Summary of 
Operations. For the purpose of this analysis the fiscal year 
ended January 29, 1977 will be referred to as 1976. The 
same is true for the other years. 

Increases in sales each of the last two years, 1976 and 
1975, is attributed to the addition of the following stores: 
Moline, Illinois in February 1974; Store for Homes, Merle 
Hay Mall, Des Moines in November 1974; Sioux Falls, 
South Dakota, and Southridge Mall in Des Moines in 
October, 1975. In addition, a larger replacement store was 
opened in Austin, Minnesota, in July, 1975. As a result of 
these sales increases, Cost of Goods Sold has increased in 
each of the last two years. 

Buying, Selling and Administrative Expense less Credit 
Service Charges increased in 1975 over 1974 due primarily 
to increases in supplies, insurance, equipment repairs, 
travel, and other administrative expenses totaling 
$1,621,000 while credit service charges increased 
$544,000 for a total of $1,077,000. During 1976 as 
compared to 1975, the increase totaled $334,273 for 
ge, expenses, mainly insurance, and $379,360 for credit service 
=y charges for a net decrease in Buying, Selling, and 
Administrative Expenses less Credit Service Charges 
of $45,087. 

The increase in Salaries and Wages in 1975 and 1976 is 
3S \ attributed to increases in minimum wages effective May 1, 
i eS eaten 1974; January 1, 1975; and January 1, 1976. The 

<a it previously mentioned new stores have also increased the 

2 size of the work force during those periods. 

= The new stores, as well as higher sales in older stores 

AG } which pay percentage rent, resulted in an increase in 

mee. Property Rentals of $501,794 in 1976 over 1975. The 

)) trend is evident for previous years due to the same reasons. 
Sse », Expansion has caused Depreciation Expense to increase 

> ne i V approximately $225,000 in 1976 and $281,000 in 1975. 

7) This incrgase’is from the Company’s expansion to new 
. salient locations and the extensive remodeling of older 

The higher Taxes Other Than Income in 1975 over 1974 
is due to higher real estate and personal property taxes 
because of larger inventories and increased valuation of 
store fixtures. 

The decrease of $94,285 in Profit Sharing and Group 
Life Insurance is a result of the lower profits in 1976 
over 1975. 

Included in Other Income in 1972 was a $1,925,000 
gain on sales of 112,500 shares of General Growth 
Properties. The increase in 1976 over 1975 is due 
principally to a settlement of our lawsuit against the 
landlord of the Westroads Store in Omaha, in which the 
Nebraska Supreme Court found in favor of the Company. 
The lawsuit resulted in an approximate gain before taxes of 
$350,000. The increase in 1975 over 1974 is due 
principally to an increase in equity earnings on investments 
(principally Paul Harris Stores, Inc.) and an increase in 
realized gain on sales of securities. 
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STATEMENTS 
OF EARNINGS 


Years ended January 29, 1977 and January 31, 1976 


ae = 
Net sales, including leased departments .............. ccc cccecccuccee. $124,225,751 
Costs and expenses: 
RA ee NE WN oon rashes sateen SES ee wa eek ae hewlenw 79,280,020 
Buying, selling and administrative 
expenses (less credit service charges) 
exclusive of items listed below ............ 0c ccc cece eee ccceeues 8,846,946 
SON NN rae ig Ss Sais Fs Kk 20,556,627 
Property and equipment rentals, net (note 8) .................----. 3,373,578 
RPMS Sg etek che tse ic Mlarcid asa SG GX SRK Sow a ik bah hocks. 2,414,802 
PA ImRINE CPUON AEM ADIN 5 chee ok oma. ners ween a 2,451,334 
Profit sharing and group life insurance .............. ccc cece eee. 828,894 
Interest and financing, primarily on long-term debt ................ 579,136 
118,331,337 
RINNE Seo nr ak ree ee eS 5,894,414 
Other income (excludes unrealized appreciation of 
equity securities during the year of 
$2,460,457 in 1977 and $5,156,714 in 1976) (note 3): 
I EE reste a a a ek Sn Kes SA 949,560 
Earnings from investments accounted for by the equity method .... 536,686 
Realized gains on sale of securities ............... cece cccuuuee 241,521 
RINNE cremate arian atanas ewe Wee arcds Sha Balin Bedi whew 71,652 
RN WOE OE eS os se i oh Vic ee tok Semcon 377,994 
2,177,413 
Eamings before income taxes...............0cccceeeeeeee 8,071,827 
PARTIR NG AC rn tr ac ni es es ee aee 0 nis ae wc ae 3,643,000 
ee be a AION ROIS Ops pent cal oR eee $ 4,428,827 
PUGE SRATINNGS POT COUMTNOT SENS cc nnn oie nic nw nec cern ene dndccaueese $3.11 


See accompanying notes to financial statements. 


1976 


$118,853,758 


75,103,383 


8,892,033 
19,056,007 
2,871,784 
2,189,600 
2,364,906 
923,179 
586,125 
111,987,017 
6,866,741 


858,195 
502,268 
312,976 
147,069 
29,689 
1,850,197 
8,716,938 
3,710,000 

$ 5,006,938 


$3.51 


BALANCE SHEETS 

January 29, 1977 and January 31, 1976 

ASSETS 

Current assets: 
Cash . 
Marketable securities, at cost (market value — 


1977, 


So 0:26 876 @ @-8:\6' 6 «2 Os 4'O '0'O ODS Cla'D\e @'2.46 OS 298 O° 246 2:6 O'R 24 Oe 20) 8. 6 2S SRA: 


51 F771 SO: 0976, $1 FSG SBT) iit) S) ose beeen ence 


Receivables, less allowance for doubtful receivables and 


uneamed finance charges of $593,000 ($626,000 in 1976) 


Merchandise inventories on hand and in transit, 
less provision for discounts in inventories, 


$673,054 ($797,018 in 1976) (note 2) 
Prepaid expenses 


=e BO Ne oe O- & Oe, OO B-we B6O OS Oe? 8: OS OS 2 Ge 2 @) 9.0 


Investments (note 3): 
Equity securities (market val 


1977, 
Other . 


Land . 


Buildings and improvements on owned properties 


$19,386,028; 1976, $16, 659,700) 


nae BL6lS ace eed 8 8-ene 6.4 64 Sea's). eo B62. 6-6)\208 2.2.8 BRD 228-9. 20 OB BD OB 8 Oi 28.9 


Buildings and improvements on leased properties ..............++-- 


Furniture, fixtures and equipment 


Leek moet Cee oi ink oud 60s oats winncane cacancees 


Other assets (note 4) 


Net property, plant and equipment 


6.0 so eee 16) (eee. a ee. -@ Os Bao. 0.8. 2 SOS FW @- EE OB, DOE G-42 9 S80 2 BO G8 


See accompanying notes to financial statements. 


ee 


$ 2,406,029 
1,359,346 
22,473,957 


20,097,350 
924,859 


47,261,541 


5,309,064 
1,462,699 


6,771,763 


1,181,602 
2,454,931 
7,536,566 
30,464,045 
41,637,144 
20,785,966 


20,851,178 


340,029 
$ 75,224,511 





1976 


$ 2,759,442 
1,387,270 


20,232,301 


22,822,151 
822,723 
48,023,887 


4,993,942 
1,509,034 


6,502,976 


1,129,942 
2,491,975 
7,202,893 

_ 29,619,000 
40,443,810 
18,930,329 
21,513,481 


384,916 
$ 76,425,260 





BALANCE SHEETS 
January 29, 1977 and January 31, 1976 
LIABILITIES AND STOCKHOLDERS’ EQUITY 


Current liabilities: 
RUNG SUMAMIRIUN UD RMNNII fe Gettin al aig ateia alegre fie ARSE 
Current installments of long-term debt (note 5) 
Accounts payable 
Income taxes 


CO I I ri ros ois hk Shas bed ds he xin 
Pn CIE NII os soso Sis esd hawk deeewn Ss 


Long-term debt, excluding current installments (note 5) .................. 
Provision for deferred compensation «5. 666s osc ccs 50% sve Kodaeccseaces 
Deferred income taxes 


Stockholders’ equity: 
Capital stock: 
Serial preferred stock of $100 par value per share. 
Authorized 22,058 shares; issued: 
5% cumulative series, 14,000 shares..................-00 
Second 5% cumulative series, 2,142 shares ................ 


7% non-callable preferred stock of 

$10 par value per share, cumulative. 
Authorized and issued 100,000 shares 
Common stock without par value. Authorized 
2,500,000 shares; issued 1,600,115 shares 
Pa NES NOE ssi sy cd ween eine Hak Boo Reis wikis KEKE 
Pehweshed earniress (hohe 5). 5c... ck. cvciccns vancaincecs accuses 
Cost of 228,296 common shares in treasury (220,796 in 1976) 
Total stockholders’ equity 


6 2 @& @ 2-20: 0 @ 0 Be 4 & 8 8 © 


Commitments (note 8). 


Des Moines, “All-American City, 1977”. 


14,416,101 
6,118,000 
383,000 
3,198,000 
24,115,101 


1,400,000 
214,200 


1,000,000 


5,427,712 

1,082,427 
47,326,020 

(5,340,949) 
91,109,410 


$ 75,224,511 


17,595,187 
6,752,000 
313,000 
2,821,000 
27,481,187 


1,400,000 
214,200 


1,000,000 


5,427,712 

1,082,427 
44,975,547 

(5,155,813) 
48,944,073 


$ 76,425,260 


STATEMENTS OF 
CHANGES IN FINANCIAL POSITION 


Years ended January 29, 1977 and January 31, 1976 


1977 
Sources of working capital: 
Ah IN ec Gis io ss wea Enns bok awa tres mcdaaaexcadeud an $ 4428827 
Items which do not use 
(provide) working capital: 
ee I Doe ESE EES ERE OOO OSE T TEN E ee 2,414,802 
Be a ee 377,000 
Pies Cee SS SGA ies c asst ta ndn dew 70,000 
Reduction in provision for self-insurance .............0++55:. — 
Earnings from investments 
Hormeeberl CR SCR) CITI ais ohn se seis coin ose eciew sine cies (536,686) 
Loss from write-off of investment .......c ce ccececccecncsenes _ 
Working capital provided by operations................+.055- 6,753,943 
Transfer current portion of long-term 
notes recehiale We Com BRON. oon. sis co scares wee a sexe. 144,836 
Return of capital dividend 
foes Coeneenl Ca PIONS coos coin wank Hews sa wncwa kes vou os 88,607 
Dividends and distributions from 
investments reported on equity method .............0.00-0 e005 —__ 101,153 
7,088,539 
Uses of working capital: 
Purchase property, plant 
ET INE, FUE i ag ain kins Heh bm Ra Dw Rw Hee alae as 1,752,499 
re URINE ait caraceade ain ch os ie, RA aN sa ics Reh Be 2,078,354 
Purchase common stock of Paul Harris Stores, Inc. ................ 
Pac iies OS ON obs ok saw Sinwndes ces econ twa seawewin 185,136 
Transfer current portion of 
long-term debt to current liabilities .............. cee eee eee eee 634,000 
Acceptance of long tent DONOR cess nas oc naw cee eens eaecenee _ 
CN aeons ace css shee ok cree heed sed paws eer e ee kas 21,810 
4,671,799 
Increase (decrease) in working capital ......... 2... cece eee eee eee ees $ 2,416,740 


r 
ee 
Se 
22 
== 
so 
5 
[ee 
as 
aa 
is: 
Ps. 
a 
—— 


Burlington-West, opened March 30, 1977. 


__ 1976 


$ 5,006,938 


2,189,600 
437,000 
81,750 
(175,000) 


(502,268) 


37,298 


7,075,318 


355,494 
110,329 


95,594 


7,636,735 


5,864,702 
1,810,095 
13,266 
74,878 


634,000 
225,123 
236,007 


8,858,071 
$ (1,221,336) 





STATEMENTS OF 


CHANGES IN FINANCIAL POSITION, (Continued) 


Changes in working capital: 
Increase (decrease) in current assets: 
Cash 


Receivables, net 


Increase (decrease) in current liabilities: 


Pees RIN A CNR ns xine cae owee was aes 
Pi ND oa scenic aca vc saNese vos 


Income taxes 


Increase (decrease) in working capital 


See accompanying notes to financial statements. 


STATEMENTS OF 
STOCKHOLDERS’ EQUITY 


Years ended January 29, 1977 and January 31, 1976 


Preferred stock — no change during year 
Common stock — no change during year 
Additional paid-in capital — no change during year 
Reinvested earnings: 


Balance at beginning of year 
Net earnings 


Deduct dividends: 
Serial preferred stock: 
5% cumulative series, $5 per share 


Balance at end of year 
Cost of common shares in treasury: 
Balance at beginning of year, 220,796 


sees CAP 21s 2 UR coo a x cna koe ood onan 


Shares purchased during the year, 
7,500 shares (1976, 3,500 shares) 


Total stockholders’ equity 


See accompanying notes to financial statements. 


Re | ie a a rr 


WEQICTIAIIOD MIAUSOIES oi cs 5 6 Se bia oho eka awa as 
POR EOE. Sack akin aca oa i RAR ESER Kiwrk OG 


S. Ce Os 6.89. s 


2. Be 0-2) O/C) Oe OO O--2R: 10) 2D AiG. D@.2:' 2:4 @ 


Second 5% cumulative series, $5 per share 
7% non-callable preferred stock, $0.70 per share 
Common stock — $1.40 per share ($1.20 in 1976) 


Balance at end of year, 228,296 shares (1976, 220,796 shares) 


1977 


$ (353,413) 


(27,924) 
2,241,656 
(2,724,801) 

102,136 


(762,346) 


(2,000,000) 

(1,239,391) 
278,391 
421,000 


(639,086) 


(3,179,086) 


$ 2,416,740 


1977 


$ 2,614,200 
5,427,712 
1,082,427 


44,975,547 


4,428,827 
49,404,374 


70,000 
10,710 
70,000 


1,927,644 
2,078,354 
47,326,020 


(5,155,813) 


(185,136) 
(5,340,949) 
$ 51,109,410 


1976 


$ 381,383 
(184,141) 
3,475,539 
2,689,286 


(417,456) 
5,944,611 


2,000,000 
4,863,035 
(553,008) 
358,000 


497,920 


7,165,947 


(1,221,336) 


1976 
$ 2,614,200 
5,427,712 
1,082,427 


41,778,704 


5,006,938 
46,785,642 


70,000 
10,710 
70,000 


1,659,385 
1,810,095 
44,975,547 


(5,080,935) 


(74,878) 
(5,155,813) 
$ 48,944,073 


NOTES TO 
FINANCIAL STATEMENTS 


January 29, 1977 and January 31, 1976 
(1) SUMMARY OF SIGNIFICANT ACCOUNTING 


10 


POLICIES AND RELATED MATTERS 


(a) BUSINESS 


Younker Brothers, Inc., operates twenty-five retail 
department stores located in five midwestern states. 


(b) FISCAL YEAR 


During 1976 the Company changed its fiscal year-end 
to the Saturday nearest January 31 (January 29, 

in 1977). Both years presented are comprised 

of 52 weeks. 


(c) MARKETABLE SECURITIES 


Marketable securities are carried at the lower of 
aggregate cost or market. 

In computing realized gains and losses on securities 
sold, the Company uses the average cost method for 
determining cost. 


(d) ACCOUNTS RECEIVABLE 


Consistent with industry practice, installment accounts 
receivable have been included in current assets, 
although insignificant amounts will become due after 
one year. 


The allowance for doubtful receivables represents 2.2 
percent (2.5 percent in 1976) of customer accounts 
receivable at year-end, and is determined by historical 
loss experience and current analysis of 

receivable delinquencies. 


Unearned finance charges on installment accounts 


receivable are deferred and reduce accounts receivable. 


Finance charges are recognized in earnings as 
installment payments are received, and reduce buying, 
selling and administrative expenses in the statements 
of earings. 


(e) MERCHANDISE INVENTORIES 

Inventories are stated at cost determined by the last-in, 
first-out (LIFO) method (which is not in excess of 
market value). 


(f) INVESTMENTS 

The Company’s investment in General Growth 
Properties (GGP) (formerly carried on the equity basis) 
is stated at equity in net assets at January 31, 1973, 
reduced by subsequent dividends received from GGP 
in excess of the Company’s proportionate share of 
GGP’s net earings since January 31, 1973. 

The investment in Paul Harris Stores, Inc., is carried on 
the equity basis. 

The investment in Becker Communications Associates, 
is stated at the amount of the original investment plus 
undistributed partnership income. 


All other investments are stated at cost. 


(2 


(g) PROPERTY, PLANT AND EQUIPMENT 
Depreciation expense is provided primarily on the 
straight-line method over the estimated useful lives of 
the assets. Maintenance, repairs and renewals are 
charged against income. Betterments are capitalized 
and subsequently depreciated. The cost an 
accumulated depreciation of properties retired or 
otherwise disposed of are eliminated from the asset 
and accumulated depreciation accounts. Related profit 
or loss, if any, from such transactions is credited or 
charged to income. 


Annual rates of depreciation used by the Company are 
as follows: 


III oo ioe crs WSs kicec ba.ee cs 2%-5% 
Buildings and improvements on 
leased properties.................. lesser of lease 
period or useful life 
EUG OCR gos 5 oo sis ce eee 2'2%-10% 
Furniture, fixtures and 
ee Se ree ee rr 6%4%-33%3% 


(h) PROVISION FOR DEFERRED COMPENSATION 


The Company provides currently for the present value 
of future benefits to be paid under deferred 
compensation contracts with certain key officers. 


(i) INCOME TAXES 


Deferred income tax expense is provided for revenue 
and expense items recognized in different periods for 
financial reporting and income tax purposes. 
Investment tax credit is recorded as a reduction of 
Federal income tax expense in the year the acquired 
property is put into service. 


(j) STORE OPENING EXPENSE 


The expenses relating to the opening of new stores are 
charged to operations when incurred. 


(k) EMPLOYEES’ PROFIT SHARING PLAN 


The employees’ profit sharing retirement plan as 
amended covers full-time employees who have one or 
more years of continuous service and who are over 25 
years of age. The annual contribution, subject to 
specified limitations, is the larger of 10'2 percent of net 
profits of the Company as defined or an amount 
authorized by the board of directors. 


(1) EARNINGS PER COMMON SHARE 


Eamings per common share is computed by dividing 
net earnings, after deducting preferred stock dividends, 
by the weighted average number of shares of common 
stock outstanding during the year. 


MERCHANDISE INVENTORIES 


The amount of the reserve required to reduce first-in, 
first-out cost to last-in, first-out cost at January 29, 
1977, was approximately $1,724,000 ($829,000 at 
January 31, 1976). 
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NOTES TO 
FINANCIAL STATEMENTS (Continued) 


(3) INVESTMENTS 
Investments consist of the following: 


Equity securities: 


Jan 29 1977 Jan 31 1976 


General Geouth Proterties 5 os os cass oss 0566 5 oe coe (A) $ 2,531,440 $ 2,620,046 
ee Bs ek ie, et ae nae (B) 2,458,624 2,054,896 
Pesiags Communications Ine. 0... 60... fo. 0  s aca es (C) 319,000 319,000 

5,309,064 4,993,942 
Other: 


Becker Communications Associates, a 


limited partnership, at equity .................. 1,087,411 1,054,407 


General Growth Properties, 642% 
second mortgage note due in monthly 


installments to October 11,1978 ............... 341,016 418,816 
PEIN OR NE 8 eo SS cig k See mew cee 34,272 35,811 
1,462,699 1,509,034 


(A) General Growth Properties (GGP) is stated at 
equity in net assets as of January 31, 1973, at which 
time the Company’s holdings were reduced and the 
equity method of accounting was discontinued. 
Dividends received in excess of proportionate earnings 
of General Growth are accounted for as a return 

of investment. 


Dividends received during the years ended January 29, 
1977 and January 31, 1976, amounted to $984,712 
and $912,307 of which $88,607 and $110,329 
represented a return of investment and $896,105 and 
$801,978 represented income, and is included in 
dividend income in the statements of earnings. 


At January 29, 1977 and January 31, 1976, the 
Company held 724,053 shares of GGP or 
approximately 11.7 and 12.7 oe respectively, of 
the outstanding shares of GGP. The market value of 
GGP shares on the New York Stock Exchange at 
January 29, 1977, was $22.62 per share ($19.00 at 
January 31, 1976). 


(B) The Company owned 203,202 shares of common 
stock or 23.9 percent of Paul Harris Stores, Inc., at 
January 29, 1977 and January 31, 1976, and accounts 
for this investment by the equity method. 


Equity earnings, included in other income in the 
statements of earnings for the years ended January 29, 
1977 and January 31. 1976, are $444,369 and 
$448,329, respectively. Under the equity method 
dividends received are accounted for as a return of 
investment and amounted to $40,640 and $30,401 for 
January 29, 1977 and January 31, 1976, respectively. 


The bid price of Paul Harris Stores, Inc., on the 
national over-the-counter market at January 29, 1977, 
~ was $14.00 per share ($13.50 at January 31, 1976). 


The excess of the Company’s investment over its 
equity in net assets of Paul Harris Stores, Inc., 
amounted to $349,627 and $365,967 at January 29, 
1977 and January 31, 1976, respectively, and is being 
amortized on a straight-line basis over 25 years. 


(4) 


(5) 


$ 6,771,763 $ 6,502,976 


(C) The Company’s investment in 63,800 common 
shares (14.9%) of Heritage Communications, Inc., is 
stated at cost. The approximate market value on a local 
over-the-counter exchange was $2.50 per share at 
January 29, 1977 and January 31, 1976. 


At January 29, 1977, the aggregate market value in 
excess of stated value for the above equity securities 
was comprised of gross unrealized gains of 
$14,236,464 and gross unrealized losses of $159,500. 
The aggregate market value in excess of cost for 
marketable securities included in current assets was 
comprised of gross unrealized gains of $518,655 and 
gross unrealized losses of $100,052. 


MANAGEMENT NOTES RECEIVABLE 


Other assets include notes receivable from certain 
management employees amounting to $210,414 
($225,123 in 1976). The notes were accepted in 
connection with a stock purchase plan. Designated 
management employees are permitted, subject to 
certain limitations, to borrow at 5 percent interest in 
order to acquire shares of the Company’s common 
stock. The loans are evidenced by unsecured notes due 
one-third in 1980 and the balance in 1985. 


LONG-TERM DEBT 


Long-term debt consists of unsecured notes bearing 
interest at 5 percent and 6% percent per annum, 
payable in 1977 through 1988. Maturities of principal 
for the four years ended January 1981, are $634,000 
per year. Maturities of principal for the year ended 
January 1982, total $1°584,000. 


Among the provisions of the loan agreements are 
restrictions on the payment of cash dividends and 
purchases of capital stock. At January 29, 1977, 
unrestricted reinvested earnings amounted to 
approximately $21,500,000. 


(6) INCOME TAXES (DOLLARS IN THOUSANDS) 


Components of income tax expense for the years 
ended January 29, 1977 and January 31, 1976, are 
as follows: 


(continued next page) 
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(6) Income Taxes (Dollars in Thousands) 
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Current Deferred Total 
1977: 
Federal $ 2,406 $ 684 $ 3,090 
ee 439 114 553 
$ 2,845 $ 798 $ 3,643 
1976: 
Federal $ 2.404 $ 664 $ 3,068 
a ne 511 131 642 
$ 2,915 $ 795 $ 3,710 





Revenue and expense items recognized in different 
periods for financial reporting and income tax purposes 
and the related tax effects are as follows: 


1977 _1976 
Accelerated depreciation .......... $ 304 $ 356 
Installment method of accounting 
for deferred payment sales 
and unearned finance charges .... 206 405 
Allowance for doubtful receivables . 33 (26) 
Dividends representing return of 
ON SEE ee (45) (35) 
Undistributed earnings 
of investee companies .......... 156 ~=: 160 
Accrued common area expenses .... 182 (21) 
oS ee eee Oa ret aeee (38) (44) 
$ 798 $ 795 








The Company expects no material reversal of deferred 
income taxes during the next three years. 


Total income tax expense for January 29, 1977 and 
January 31, 1976, differs from the amount of income 
tax expense computed by applying the normal United 
States Federal income tax rate of 48 percent to 
earings before income taxes. The reasons for such 
differences are as follows: 


1977 _1976 
Computed income tax (48% of 
earings before income taxes) .... $3,874 $4,184 
Increases (reductions) in 
taxes resulting from: 
State income taxes, net of 
Federal income tax benefit... . 288 334 
Benefit from income taxes 
at capital gains rate.......... (206) (193) 
Investment tax credit .......... (122) (499) 
CE Eakin oo kekwin wee (191) (116) 
$3,643 $3,710 


(7) OTHER INCOME 


(8 


— 


During 1976 the Company obtained a favorable court 
settlement in connection with a lawsuit filed against the 
landlord of one of the Company’s leased properties. 
The suit involved excessive heating, ventilating and air 
conditioning charges. As a result, approximately 
$350,000 of previously recorded billings have been 
included in other income. 


LEASE COMMITMENTS (DOLLARS IN 
THOUSANDS) 


For disclosure purposes lease arrangements are 
classified as siiher “financing” or “operating” leases. A 
“financing” lease has been defined as one which, 
during the noncancellable lease period, either (i) covers 
75 percent or more of the economic life of the property 
or (ii) has terms which assure the lessor a full recovery 
of the fair market value of the property at the inception 
of the lease, plus a reasonable return on the use of the 
assets involved. 


The Company occupies certain stores and warehousing 
facilities and uses certain equipment under 
lease arrangements. 
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FINANCIAL STATEMENTS (Continued) 


(8) Financial Commitments (Dollars in Thousands) 


Total rental expense was as follows: 


OMNIA CIES 0 ois i ote Sk oe 


Contingent rentals 


eS ENS eae eae teh pind Poel ren er ee 


Jan 29 1977 Jan 31 1976 
Financing Operating Financing Operating 
$ 2,735 $ 136 $ 2,368 $ 129 

704 — 574 7 

(201) = (206) — 
$ 3,238 $ 136 $ 2,736 $ 136 




















Contingent rentals paid to lessors of certain store facilities are determined on the basis of a percentage of 
sales in excess of stipulated minimums, and common area charges at shopping centers. 


A summary of noncancellable long-term minimum lease commitments follows: 


Type of lease 


Years ending 


January 
1978 
1979 
1980 
1981 
1982 

1983-1987 
1988-1992 
1993-1997 
After 1997 


Minimum rental commitments for real property have 


——lype of property _ 
Real 

property Equipment 

$ 2,846 $140 
2,849 114 
2,790 110 
2,795 104 
2,827 104 
13,472 198 
11,576 — 
9,297 — 
13,794 _= 





been reduced by the following sublease rentals: 


Years ending 


_danuary — 
1978 
1979 
1980 
1981 
1982 

1983-1987 

1988-1992 


Asset Category 


aon en eee EIT A TOn SIO ROA Ian 
SI ia gic Sas twernesines 


Less present values of rentals to be 


Financing 


received under subleases of 


POM NWN ik epics eee RSs, 


Operating 
leases 


Interest Rates Used in Present Value Computation 


Weighted Average Range 


1977 


6.8% 
8.0% 


6.1% 


Financing 


$ 2,837 
2,773 
2,770 
2,781 
2,814 
13,233 
11,492 

9,297 
13,794 





Operating 


$149 
190 
130 
118 
117 
437 
84 


Total 
Commitment 


$ 2,986 
2,963 
2,900 
2,899 
2,931 
13,670 
11,576 

9,297 
13,794 


All leases expire prior to 2018. The Companys real 
estate tax, insurance, and maintenance expense 
obligations vary from lease to lease. Minimum rental 


payments under gross leases have not been reduced by 


the amount of applicable executory expenses. It is 


expected that in the normal course of business, leases 


that expire will be renewed or replaced by leases on 
other properties; thus, it is anticipated that future 
minimum lease commitments will not be less than 


amounts shown for 1978. 


The present values, in aggregate, and by major 


categories of assets, of minimum lease commitments, 


applicable to non-capitalized “financing” leases at 
January 29, 1977, and January 31, 1976, were 


as follows: 


1977 1976 
9.5%-9.0% 5.5%-8.0% 
8.0% 8.0% 
5.5%-9.0% 5.5%-9.0% 


Present Value 


1977. 


$29,200 
594 


29,794 


page. 
$29,738 


1976 


$28,383 
781 


29,164 


156 


29,008 


(Continued next page) 
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FINANCIAL STATEMENTS (Continued) 


(8) Financial Commitments (Dollars in Thousa 


(9 


—_— 


If all non-capitalized “financing” leases were capitalized, related lease rights were amortized 
on a straight-line basis and interest cost accrued on the basis of the outstanding lease 
liability, net earnings would have been reduced as follows: 


Year ended 

Jan 29 Jan 31 

1977 1976 

Arnortization of lense Tight... 5. wn cnn nn cccecvcccses $1,366 $1,211 
ee ee Lie ahd ea eee ee 1,930 1,580 
ee eS ty Tee eee ree (2,801) (2.411) 
495 380 

CO DN a ioc pds eG elas SENS Oe Rael aon 257 198 

Pro forma reduction of 

CE II i s:5 Secu ke neha ras celina a xs $ 238 $ 182 


UNAUDITED QUARTERLY FINANCIAL INFORMATION 
(DOLLARS IN THOUSANDS) 


Summarized unaudited quarterly operating results for the year ended 
January 29, 1977, follows: 


Quarter ended 
Apr 30 dul 31 Oct 30 Jan 29 
RGM nn, bs eekakee ee $25,694 $29,105 $29873 $39,554 
CEO so vse cnkcab cas bancenes 9 236 9.876 11,518 14,316 
PAGE GROIN asia cs. 25% tas ae cnwos S$ 336 5 465 $107 $ 2556 
ee fe ea ra $.23 $.27 $.75 $1.86 


ACCOUNTANTS’ __ Board of Directors and Stockholders 
REPORT Younker Brothers, Inc.: 
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We have examined the balance sheets of Younker 
Brothers, Inc. as of January 29, 1977 and January 31, 
1976 and the related statements of earnings, stockholders’ 
equity and changes in financial position for the years then 
ended. Our examination was made in accordance with 
generally accepted auditing standards, and accordingly 
included such tests of the accounting records and such 
other auditing procedures as we considered necessary in 
the circumstances. 

In our opinion, the aforementioned financial statements 
present fairly the financial position of Younker Brothers, 
Inc. at January 29, 1977 and January 31, 1976 and the 
results of its operations and the changes in its financial 
position for the years then ended, in conformity with 
generally accepted accounting principles applied on a 
consistent basis. 


Psat YW onsiefy M YQ) 4 Ms 


Des Moines, lowa 
March 22, 1977 


FASHION ... 


... is newness and change. It creates excitement and 
stimulates sales. Good fashions relate well to the life style of 
the consumer and gives them the opportunity for increased 
self-expression whether in the way they dress, furnish their 
home, or in the multitude of other products they select for 
daily living or as gifts to others. 

Recognizing the diversity of life styles throughout our 
trade area and the essential difference in breadth of 
customer appeal between a department store such as 
Younkers and the typical specialty store, we are constantly 
challenged to identify who our customers are and what 
products their life styles create a demand for. This results in 
a broad range of fashion appeals throughout the year. In 
1976, Younkers fashion promotions stressed value in 
“Great Investments,” “Cross Culture” reflected ethnic 
influences, casual living in “T-Shirts Tee Off,” the increasing 
role of women in business influenced “Haberdashery 
Dressing” and energy realities were reflected in “Sweatery 
Knits” and “Multi-Level Layering.” Nostalgia was evident in 
“The Return of the Classics” as well as such vendor 
supplied promotions as “Hanes Heritage Collection” and 
Fostoria’s “Old World Patterns.” Fashion emphasis was 
directed to our younger customers through the activities of 
our Teen Boards, their mini-shows and “Junior Fashion 
Fair.” Our Home Furnishings departments also participated 
in such fashion promotions as “Outdoor Living” and “Our 
American Heritage.” 


aos 





The fashion highlight of 1976 at Younkers was the 
personal appearance of Halston together with his New 
York models and staff to present two benefit shows which 
we sponsored. The Des Moines Art Center and Omaha’s 
Joslyn Museum received over $50,000 from this effort. We 
also demonstrated again our fashion leadership in two very 
important markets and, in addition, sold a considerable 
volume of Halston products ranging from designer dresses, 
to lingerie, to mens accessories, sheets and towels. 

Fashion truly is a motivating force at Younkers! 


> 
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Halston 


Halston and models presented showings at Younkers in Des Moines and Omaha. 
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YOUNKERS STORES 





SQUARE FOOTAGES 
Square Feet Younkers entered 
Sioux Falls, South Dakota .......... 100,000 1975 
eS Se er re 179,000 1948 
Omaha, Nebraska — Westroads ...... 150,000 1968 
Omaha, Nebraska — The Center .... 98,000 1955 
PERE PO ooo nerncrseas ONG 5 own es 15,000 1960 
eg er ae 27,000 1947 
Des Moines, lowa 
See red Ie DPE OMe TET 373,000 1899 
Eastgate Shopping Center ........ 40,000 1962 
eee 181,000 1959 
Store For Homes — Merle Hay Mall 75,000 1974 
es he 100,000 1975 
pO REELS a ee ge a 49,000 1941 
ee ee 25,000 1944 
EO a ee ae ee 15,000 1960 
Poe 45,000 1958 
Marshalltown, Iowa ................ 38,000 1948 
tee Pa WN 5 ges 58 kde cece 60,000 1968 
CII NN or es Bre re 15,000 1949 
Ctiee Fens, MO a ok os ks ge nw 100,000 1960 
SUNN RE OUD ok coc ook we eee wc 38,000 1949 
West Burlington, lowa .............. 47,000 1977 
oe er ee er eee 30,000 1966 
CE ROUEN (4. ena cd Bas Kacowwes 60,000 1968 
es es 100,000 1973 
Ee ae ae os ae 80,000 1974 
Bettendorl, lowa. .... cnc cwaccccccs 60,000 1960 
I oe a) gtd os ade 2,100,000 
QUARTERLY COMMON 
STOCK INFORMATION 
1977 High Low __ Dividend 
lst quarter 24" 23 $ 35 
2nd quarter 25 24 = 
3rd quarter 24 232 35 
4th quarter 24% 23% 39 
1976 
lst quarter 15 14 $ .30 
2nd quarter 19 14% 30 
3rd quarter 20 19 30 
4th quarter 22/2 19 30 
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